IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

A & H SPORTSWEAR INC. and
MAINSTREAM SWIMSUITS, INC., :
Plaintiffs : Civil Action No. 94-cv-7408

V.
VICTORIA'S SECRET STORES, INC. and
VICTORIA'S SECRET CATALOGUE, INC.,

Defendants

DECISION AND ORDER

Van Antwerpen, J. January 9, 2002
l. Introduction and Procedural History

For over seven years this trademark dispute has moved up and down between this Court
and the Third Circuit Court of Appeals. Plaintiffs filed suit in December 1994 seeking
injunctive and monetary relief against Defendants Victoria’s Secret Stores, Inc. and Victoria’s
Secret Catalogue, Inc., claiming that Defendants’ use of the name “THE MIRACLE BRA” on
swimwear and lingerie violated Plaintiffs’ trademark “THE MIRACLESUIT.” A bench trial was
held from October 23, 1995 to November 3, 1995 on the issue of liability. We initially found
that (1) there was no possibility or likelihood of confusion between the marks as applied to
lingerie, (2) there was no likelihood of confusion when the mark was applied to swimwear, but
that (3) there was a possibility of confusion when the mark was applied to swimefaid

Sportswear, Inc. v. Victoria's Secret Stores, Ji826 F.Supp. 1233, 1269 (E.D.Pa. 1996 &

H1"). Following a damages trial from November 4 -5, 1996, we ruled that Defendants could not

use THE MIRACLE BRA trademark with respect to swimwear unless they used a disclaimer and



paid Plaintiffs a reasonable royaltyA & H Sportswar, Inc. v. Victoria’s Secret Stores, In867

F.Supp. 1457, 1482-1483 (E.D.Pa. 199A & H I ").

Both parties appealed, and the Third Circait,bang affirmed our finding of no
likelihood of confusion with regard to lingerie, but determined that a “possibility of confusion”
standard was no longer recognized in this Circuit and that liability could only be imposed after a

finding of a “likelihood of confusion” and reversed our award of damage&. H Sportwear,

Inc. v. Victoria’s Secret Stores, Ind66 F.3d 197, 206, 208-209 (3d Cir. 1999A& H 11l ™).

They remanded the case and asked us to consider whether there was a likelihood of confusion
with regard to THE MIRACLE BRA swimwearld. The Third Circuit also directed that we
examine whether the doctrine of reverse confusion was implicated in this lcase.

On remand, we found that there was no likelihood of direct confusion and that it was
unlikely that a consumer would regard THE MIRACLE BRA swimwear as a product of A & H.

A & H Sportwear Co. v. Victoria's Secret Storeés/ Supp.2d 155, 169 (E.D. Pa. 1999 & H

IV"). We then found under existing legal standards that there were no grounds for a claim of
reverse confusionld. at 176-178

The parties appealed again and the Court of Appeals affirmed in part and reversed in part.
The Court of Appeals affirmed our decision regarding the finding that there was no likelihood of
direct confusion, but held that we applied an incorrect test with regard to the reverse confusion
claims and remanded the case yet again with instructions to apply a new ten factér &bl.

Sportswear Inc. v. Victoria's Secret Stores, |37 F.3d 198 (3d Cir. 2000)A'& HV"). The

Court did note that we need not hear new eviderideat 238.

On January 11, 2001, Plaintiffs filed a “Motion for Hearing on Contempt and Additional



Hearing.” We denied this motion in its entirety and refused to reopen the extensive record

simply because this case has been protractéd&.H Sportsweatr, Inc. v. Victoria's Secret

Stores, InG.134 F.Supp.2d 668, 669 (E.D.Pa. 2008 & H VI ").

On August 17, 2001, we reevaluated the reverse confusion claim applying the new test
mandated by the Third Circuit iA & HV and found a likelihood of reverse confusion with
respect to Defendants’ use of THE MIRACLE BRA trademark on swimw@a& H

Sportswear, Inc. v. Victoria's Secret Stores, Jd&7 F.Supp.2d 770 (E.D.Pa. 2001A& H

VII"). We asked the parties to brief the sole remaining issues in this long and tortured case: what
is the proper remedy for the likelihood of reverse confusion created by Defendants’ use of THE
MIRACLE BRA trademark on swimweatWe note again, for the sake of clarity, that all issues
regarding the use of THE MIRACLE BRA mark with respect to lingerie have been decided
definitely in favor of Defendants and that our finding that there is no likelihood of direct

confusion with respect to swimwear has been upheld by the Third Circuit.

Oral argument on the remaining issues was held on Wednesday, January 2, 2002. For the
reasons stated below, we find that the facts of this case and principles of equity mandate that we
grant a full injunction prohibiting Defendants from using THE MIRACLE BRA,

MIRACLESUIT, or any other “Miracle” mark in their sale of swimwear and that no award of

monetary damages, in any form, is appropriate.

! Plaintiffs’ filed a brief regarding the proper remedies on November 8, 2001.
Defendants’ filed a “Responsive Brief Regarding the Scope of Relief Where the Court has Found
a Likelihood of Reverse Confusion — But No Likelihood of Direct Confusion — Between the
Miracle Bra and Miraclesuit in the Swimwear Market” on December 11, 2001.
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1. Factual Background?

A & H Sportswear, Co Inc. (“A & H”) is a manufacturer of about 10 percent of swimsuits
made in the United States. In 1992, A & H received a federal trademark for use of the
MIRACLESUIT mark for swimwear to be used on its suits made from a patented fabric designed
to make the wearer look slimmer. Victoria’s Secret Stores, Inc. and Victoria’s Secret Catalogue,
Inc. (collectively “Victoria’s Secret”) have sold women'’s lingerie under the name THE
MIRACLE BRA since 1993, holding a trademark for the use of the mark with lingerie since
1994. In 1994, Victoria’'s Secret introduced THE MIRACLE BRA swimwear. Later that same
year, A & H brought suit for trademark infringement, after which time Defendants began to use a
disclaimer. Defendants were denied a trademark registration for the use of THE MIRACLE
BRA mark on swimwear by the Patent and Trademark Office (“PTQO”).

II. Discussion

A. Reverse Confusion Generally

“While the essence of a direct confusion claim is that a junior user of a mark is said to
free-ride on the ‘reputation and good will of the senior user by adopting a similar or identical
mark,’ reverse confusion occurs when ‘the junior user saturates the market with a similar
trademark and overwhelms the senior useh & HV , 237 F.3d at 228, quotingisons

Horticulture, Inc. v. Vigoro Industries, Inc30 F.3d 466, 475. Thus, the doctrine of reverse

confusion protects against a specific type of harm, namely that “[t]he public comes to assume the

2 We have made no additional findings of fact in this decision on the issue of remedies.
Accordingly, we have left this statement of facts brief and include it only by way of background
information. The facts were previously presented in multiple decisi@e, e.gA&H 1, 926
F.Supp. at 1235-1254.




senior user’s products are really the junior user’s or that the former has become somehow
connected to the latter. . .[T]he senior user loses the value of the tradentsugreduct identity,
corporate identity, control over its goodwill and reputation, and ability to move into new

markets’ A& HV, 237 F.3d at 228, quotingmeritech, Inc. v. American Info. Techs. Corp.

811 F.2d 960, 964 (6th Cir. 198 @rfphasisdded).

B. Remedies Generally

The Lanham Act provides for two remedies following a finding of liability. The most
common remedy is injunctive relief. Under section 34 of the Lanham Act “courts vested with
jurisdiction of civil actions arising under this chapter shall have power to grant injunctions,
according to principles of equity and upon such terms as the court may deem reasonable, to
prevent the violation of any right of the registrant of a mark registered in the Patent and
Trademark Office.” 15 U.S.C. § 1116(a), quotedd& H Ill , 166 F.3d at 207. Monetary
damages (including costs) can be awarded pursuant to section 35 which states in part:

(a) When a violation of any right of the registrant of a mark. . .shall have been
established. . .the plaintiff shall be entitled. . .subject to the principles of equity, to
recover (1) defendant’s profits, (2) any damages sustained by the plaintiff, and (3)
the costs of the action. The court shall assess such profits and damages or cause
the same to be assessed under its directions. In assessing profits the plaintiff shall
be required to prove defendant’s sales only; defendant must prove all elements of
cost or deduction claimed. In assessing damages the court may enter judgment,
according to the circumstances of the case, for any sum above the amount found
as actual damages, not exceeding three times such amount. If the court shall find
that the amount of recovery based on profits is either inadequate or excessive the
court may in its discretion enter judgment for such sum as the court shall find to
be just. . .Such sum in either of the above circumstances shall constitute
compensation and not a penalty. The court in exceptional cases may award
reasonable attorney fees to the prevailing party.

15U.S.C. §1117(a), quoted & H V, 166 F.3d at 207-208.

C. Monetary Relief



1. Royalty Payments
INnA&HI, 967 F.Supp. 1457, we awarded Plaintiffs a reasonable royalty for past and
future infringement by Victoria’s Secret after we had found liability under the possibility of
confusion standard. The Court of Appeals, in remanding the case for applying the possibility of
confusion standard, noted that while remedies would have to be decided anew, they had very
serious reservations about the use of a royalty calculation for either past or future infringement.
A&HIIl, 166 F.3d at 208-209. The Court noted that our “award of a royalty for future sales put
the court in the position of imposing a license neither party had requested or negotiateat.”
208. The Court also stated that the award of a royalty for past infringement is a remedy typically
reserved for patent and trade secret cases and that in the few cases where a royalty had been
awarded for past trademark infringement, “it was most often for continued use of a product
beyond authorization, and damages were measured by the license the parties had contemplated.”
Id. at 208-209. In accordance with the dictates of the Court of Appeals, we find that since this
was not a case involving a licensee exceeding its authorization, an award of royalty payments is
not warranted.
2. Damages
We held a two day trial on remedies on November 4 and 5, 1996. Plaintiffs called two
witnesses, an accounting expert and a senior executive with A & H, Bruce Waldman. While the
parties specifically addressed the type of harm caused by reverse conflRlaimgiffs never

even attempted to quantify any lost profits they may have suffered as a result, nor did they even

® See, e.gN.T. Waldman, 11/4/96 at 125 (“|W]e have lost control over our name, lost
control over the quality, lost control over Miracle products. We don’t know — and the biggest
harm to me just the loss of our reputation in our marketplace”)
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allege that there were any lost sal&eeN.T. Waldman, 11/4/96 at 125-126 (“l can’t — it
wouldn’t be fair to me to tell you how many dollars worth of sales we lost because there’s no
way to know what that number is and | wouldn't try to profess to come up with thati)tact,
sales of the MIRACLESUIT have steadily increased since the introduction of THE MIRACLE
BRA swimwear.A & H 1l , 967 F.Supp. at 1465. As there is no indication of any lost profits or
any other actual pecuniary damage suffered by Plaintiffs as a result of the reverse confusion, we
find that it is impossible to award monetary relief based on a theory of damage to the Plaintiffs.
SeeA & H I, 166 F.3d at 209 (“The cases awarding damages after a finding of likelihood of
confusion have measured damages based on proof of lost sgie)alsdrestatement (Third)
of Unfair Competition 8 36, cmt. ¢ (stating that an injunction is an adequate remedy absent proof
of “actual harm”), cited iPA & H Il , 166 F.3d at 209.
3. Profits

Since they have not provided any indication of any actual harm, Plaintiffs have, not
surprisingly, requested a share of Victoria’s Secret’s profits from the sale of THE MIRACLE
BRA swimwear. Just what share Plaintiffs request is unclear, as their brief indicates at different

times that they are entitled to all of the profits, 25%, 11%, and 18.5%. We find, however, based

4 See alsdN.T. Waldman, 11/4/96 at 133-134.

Q: And you said you didn’t know what sales you may have lost as a result of
Victoria’s Secret’s use of the Miracle Bra [on] swimsuit[s], is that correct?

A: Correct.

Q: In fact you don’t know if you have lost any sales, is that correct?

A: Correct.

® At oral arguments on January 2, 2002, Plaintiffs admitted as much on the record when
they stated that there was no proof of actual loss and that damage to Plaintiffs was not the theory
under which they were seeking monetary recovery.
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on the specific facts of this case, that no award of a share of Defendants’ profits would be fair or
equitable.

“[A]n accounting for profits is a form of equitable relief, and it does not follow as a
matter of course upon the mere showing of an infringemeAt& H Ill , 166 F.3d at 209,

quotingWilliamson-Dickie Mfg. v. Davis Mfg, 251 F.2d 924, 927 (3d Cir. 1958). “[A] plaintiff

must prove that an infringer acted willfully before the infringer’s profits are recoverable.”

Securacomm Consulting Inc. v. Securacom Incdkf6 F.3d 182, 190 (3d Cir. 1999). Courts

looking to the “principles of equity” under 15 U.S.C. § 1117 “have held that a finding of
willfulness or bad faith is important in determining whether to award profits.ld.’at 188.

While Plaintiffs contend that Victoria’s Secret’s use of THE MIRACLE BRA mark on swimwear
was a willful infringement because Victoria’s Secret deliberately (as opposed to accidentally)
chose the name and they knew of the existence of the MIRACLESUIT mark, we think that
Plaintiffs have misapplied the term “willful” in the trademark context. “Knowing or willful
infringement consists of more than the accidental encroachment of another’s rights. It involves
an intent to infringe or a deliberate disregard of a mark holder’s rigfi&€uracomml66 F.3d

at 187.

We have repeatedly found that Victoria’'s Secret did not act in bad faith, and the record
does not support a finding of a deliberate infringement or disregard of A & H’s rights. There are
several reasons, specific to this case, why principles of equity warrant that no share of the profits
should be awarded.

First, THE MIRACLE BRA and MIRACLESUIT, while similar and likely to cause

reverse confusion (though not direct confusion), are certainly not identical. We cannot say that



Victoria’s Secret deliberately infringed on the MIRACLESUIT mark when they extended THE
MIRACLE BRA mark into swimwear. This Court has found that there is no likelihood of direct
confusion and until receiving further guidance from the Third Circuit, had originally determined
that the doctrine of reverse confusion was not implicated. We cannot say that Defendants acted
with deliberate indifference when they reached the same conclusion as this Court, however
incorrect it may have been. We also note that our finding of a likelihood of reverse confusion did
not occur until August 17, 2001, after seven years, two trials, hundreds of exhibits, extensive
briefing, and numerous district court and appellate opinions. To say that Victoria's Secret acted
in bad faith for not coming to this same legal conclusion in 1994 borders on the absurd. Counsel
need not be prescient.

Another important factor which guides our decision that it would be inequitable to award
A & H a share of Defendants’ profits is that Victoria’s Secret developed a legitimate and
federally registered mark for use of THE MIRACLE BRA with the sale of lingerie. THE
MIRACLE BRA lingerie was a highly profitable product line, and this success was attributed to
factors wholly divorced from A & H or the MIRACLESUIT mark. The extension of THE
MIRACLE BRA into swimwear was a good faith attempt to capitalize on Defendants’ own
success in a new product line. That this extension was denied PTO protection or that it
ultimately was found to create a likelihood of reverse confusion simply means that Victoria’'s
Secret made a poor choice, not that this poor choice was made with any kind of malicious intent
to infringe on Plaintiffs’ mark.

While not necessary for a finding of reverse confusion, it is also important that there is no

indication that Victoria’s Secret’s success with it's THE MIRACLE BRA swimwear was due to



the strength of A & H's MIRACLESUIT mark or the confusion that was created because of the
marks’ similarity® Instead, it is equally likely that Victoria’s Secret’s success in the swimwear
market was due to its strong trademark in lingerie and the fact that consumers wanted an
extension of this same cleavage-enhancing feature in a swimsuit. We think that it would be
unfair to award Plaintiffs a share of the profits when there is no indication that Plaintiffs’ mark
contributed to these profits at all.

Finally, it bears repeating that there is nothing in the record to show that A & H suffered
any pecuniary loss whatsoever. In fact the MIRACLESUIT swimwear was highly profitable and
profits increased every year, despite the likelihood of reverse confusion created by Defendants’
THE MIRACLE BRA mark. Additionally, the harm associated with reverse confusion is that
consumers will associate the senior user’s product with the infringing junior user. Thus, we at
least have to consider the possibility that this confusion may have increased A & H'’s sales in that
consumers may have purchased MIRACLESUIT swimwear under the mistaken belief that it was
associated with Victoria’s Secret. In short, we find that it would be unfair to award A & H a
share of Victoria's Secret’s profits when there is no indication that they lost any sales or suffered
any financial damage and in fact could possibly have profited from the confuSiea.

Restatement (Third) of Unfair Competition 8 36, cmt. ¢ (stating that an injunction is an adequate

remedy absent proof of “actual harm”), citedAn& H 1l , 166 F.3d at 209.

In their brief, Plaintiffs claim thaCentury Distilling Co. v. Continental Distilling Corp.

® As stated above, the doctrine of reverse protects against a very different kind of harm,
namely the loss of the senior useffgoduct identity, corporate identity, control over its goodwill
and reputation, and ability to move into new marketd. & HV , 237 F.3d at 228, quoting
Ameritech, Inc. v. American Info. Techs. Corgll F.2d at 964.
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205 F.2d 140 (3d Cir. 1953) mandates an award of the profits in the instantCaséury

Distilling and the case upon which it relidishawaka Rubber & Woolen Mfg. Co. v. S.S.

Kresge Ca.316 U.S. 203 (1942) provide no support for the award of a share of profits in the

instant case. BotRentury DistillingandMishawakawere decided prior to the passage of the

Lanham act which, departing from the Trade-Mark Act of 1905, made any award of monetary
relief specifically subject to “principles of equity.” Under these principles, it would be unjust to
award Plaintiffs’ any share of Victoria’s Secret’s profits without any finding of wilful
infringement under the mandates@$curacomm We also have considered the dictates of

Century Distillingin which the Third Circuit stated that “if a windfall is to result from the failure

to achieve mathematical precision in gauging the percentage of the infringer’s sales not
attributable to confusion, it belongs to the wronged, not the wrongdoer.” 205 F.2d at 144.
However, our decision not to award a share of the profits is not based on a failure to achieve
“mathematical precision,” and we have no doubt if the calculations were the only thing
preventing a proper recovery of profits, then we would resolve ambiguities in favor of Plaintiffs.
Instead, we find, based on the facts of this case, that “principles of equity” under the Lanham Act
mandate that Plaintiffs are entitled to no share of Defendants’ profits.

In short, we find that it would be inequitable to award any share of profits in this case,
and we base this decision on the following six factors: (1) the lack of bad faith or wilful
infringement on the part of Victoria’s Secret; (2) Victoria’'s Secret’s successful, legitimate, and
federally protected development of THE MIRACLE BRA mark for lingerie and the fact that this
success contributed to the success of THE MIRACLE BRA swimwear; (3) the fact that THE

MIRACLE BRA and MIRACLESUIT marks are not identical and Victoria's Secret could have,
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in good faith, determined that there was no likelihood of confusion when it adopted the mark; (4)
A & H’s increased profits on its MIRACLESUIT swimwear throughout the period of the
infringement; (5) the lack of any lost sales, lost profits, or any other actual damage to Plaintiffs;
and (6) the possibility that Plaintiffs might have actually gained business as a result of the reverse
confusion. We also note, for the sake of clarity, that the presence of any one of these factors,
even without the others, would, on its own, make it inequitable to award a share of the profits,
and that the combination of all six factors makes it even more clear that no share of the profits
should be awarded in this case.
4, Costs, enhanced damages, and attorneys’ fees

We have repeatedly found that Defendants’ did not act in bad faith or wilfully infringe on
Plaintiffs’ mark. We also find that though this has been a long, protracted litigation with
vigorous (and often heated) advocacy on both sides, both parties have acted in good faith
throughout the proceedings. As such, no costs or attorney’s fees will be awarded. Also, since
there has been no proof of actual monetary damage to Plaintiffs, we cannot make any award of
enhanced damages. We also note that at oral arguments on January 2, 2002, Plaintiffs admitted
on the record that in light of the finding that Victoria’s Secret did not act in bad faith, costs and
treble damages could not be awarded.

5. Corrective Advertising

We have twice previously found that an award of monetary relief for corrective
advertising would not be appropriate in this cage& H 1l , 967 F.Supp. at 147& & H VIl ,
167 F.Supp.2d at 802. We see no reason to depart from our previous decisions and find that

since Plaintiffs have not claimed damages for corrective advertising expenditures already made,
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there has been no showing of any actual damage to Plaintiffs, and Defendants did not act in bad
faith, no award of money for corrective advertising is appropriate.

D. Injunctive Relief

The appropriateness and scope of injunctive relief depend upon a comparative

appraisal of all the factors of the case, including the following primary factors:

(a) the nature of the interest to be protected;

(b) the nature and extent of the wrongful conduct;

(c) the relative adequacy to the plaintiff of an injunction and of other remedies;

(d) the relative harm likely to result to the legitimate interests of the defendant if

an injunction is granted and to the legitimate interests of the plaintiff if an

injunction is denied;

(e) the interests of third persons and of the public;

() any unreasonable delay by the plaintiff in bringing suit or otherwise asserting

its rights;

(g) any related misconduct on the part of the plaintiff; and

(h) the practicality of framing and enforcing the injunction.

Restatement (Third) or Unfair Competition § 35, citedhi& H Il , 967 F.Supp. at 1468-1469.
“Under certain rare circumstances, no injunction at all may be appropriate. ‘[I]f the
plaintiff’s interest is not substantial in comparison with the legitimate interests of the defendant
and the defendant’s conduct was undertaken in good faith, the balance of equities may not justify

injunctive relief” Restatement (Third) of Unfair Competition § 35, cmt. b, quoted &aH Il ,
967 F.Supp. at 1469.

For the reasons stated below, we find that a full injunction prohibiting Victoria’'s Secret
from using the marks THE MIRACLE BRAMIRACLESUIT, or any other use of the term
“miracle” in connection with the sale, promotion, advertising, or sale of swimwear is the most
equitable form of relief in this case. We also find that given the nature of the reverse confusion

in this case, allowing Defendants to use their THE MIRACLE BRA mark with a disclaimer or to

identify their swimwear as containing THE MIRACLE BRA features or technology would also
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create confusion and be difficult to enforce.
1. The Nature of the Interest to be Protected
We find that A & H has a strong interest to be protected, namely control of its corporate
identity, ability to expand into new markets, and protection of its goodwill and reputation. While
these interests perhaps are not as strong as protecting against the diversion of sales and infliction
of financial harm, the control over its highly successful MIRACLESUIT mark and the goodwill
and reputation associated with the mark is obviously very important to A & H. Accordingly, we
weigh this factor in favor of the Plaintiffs.
2. The Nature and Extent of the Wrongful Conduct
We have repeatedly held that Victoria’s Secret did not act in bad faith and that they did
not deliberately infringe on Plaintiffs’ mark. However, we do find that Victoria’s Secret took the
risk in adopting THE MIRACLE BRA mark for the use of swimwear that it would infringe on
Plaintiffs’ mark. Furthermore, after suit was commenced in 1994, Victoria's Secret continued to
market and sell THE MIRACLE BRA swimwear, though an ultimate finding of infringement
was obviously a possibility. Since Victoria’'s Secret sold, promoted, and spent a great deal of
resources in expanding THE MIRACLE BRA line of swimwear throughout the course of this
dispute, we weigh this factor in favor of Plaintiffs. However, since Victoria’s Secret acted in
good faith in its decisions, we do not place great emphasis on this factor in reaching our decision.

3. The Relative Adequacy to the Plaintiff of an Injunction and of Other
Remedies.

We weigh this factor strongly in favor of A & H. We have found that Victoria’'s Secret’s

use of THE MIRACLE BRA mark on swimwear creates a likelihood of reverse confusion. Yet
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without a full injunction there can be no hope for A & H to protect the value of its trademark. In
A & H VIl , this Court specifically considered Victoria’s Secret’s use of a disclaimer. 167
F.Supp.2d at 779. Despite Victoria Secret’s attempts to alleviate confusion through the use of
said disclaimer, we nonetheless found that there was a likelihood of reverse configsion.
Accordingly, to fashion an injunction in the form of allowing Defendants to continue using THE
MIRACLE BRA mark on swimwear on the condition that they use a disclaimer would in
actuality be no relief at all; Plaintiffs would be left with a hollow victory where, after finding a
trademark infringement, a court would order the infringement to continue. Furthermore, in a
reverse confusion situation, the effectiveness of a disclaimer in conjunction with the sale of the
junior user’s product “is necessary lessened” in comparison with its effectiveness in a direct
confusion contextA & HV , 237 F.3d at 229-230.

We also find that any partial injunction allowing the continued use of THE MIRACLE
BRA mark on Defendants’ swimwear with a disclaimer would be difficult to enforceA &H
VI, Plaintiffs claimed that Defendants had violated this disclaimer polity. Also, at oral
arguments on January 2, 2002, Plaintiffs again attempted to introduce evidence of Victoria’s
Secret’s alleged failure to use a disclaimer on its website. We find that a partial injunction would

be difficult to enforce and that it would likely necessitate excessive court monitoring and

" In their brief, Defendants argue that any concerns over the lessened effect of a junior
user’s disclaimer in a reverse confusion context can be alleviated by requiring Plaintiffs to use
the SWIMSHAPER housemark in conjunction with the sale of MIRACLESUIT swimwear, a
practice by which A & H once abided. While we find A & H’s discontinuance of the housemark
to be a relevant factor in fashioning a reme8g¢ infra part IlI-D-7), we will not require
Plaintiffs to use their housemark in conjunction with the sale of MIRACLESUIT swimwear
because such an order would place the burden of preventing the confusion on the wronged, not
the wrongdoer.
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involvement to ensure faithful adherence.

Finally, Defendants request that if a full injunction is granted that Victoria’'s Secret
should be allowed to advertise its swimwear as containing THE MIRACLE BRA technology or
THE MIRACLE BRA cleavage-enhancing features. We find that this exception would simply
create more confusion in this case. We further find that creating this exception would result in an
injunction that would be very difficult to enforce by making the judicial system monitor the
continued sale and marketing of Victoria’s Secret’s swimwear and the inevitable disputes as to
whether this exception had swallowed the rule.

In short, this factor weighs strongly in A & H'’s favor, because monetary relief is not
appropriate in this case and any partial injunction would be ineffective in alleviating the
confusion and difficult to enforce.

4, The Relative Harm Likely to Result to the Legitimate Interests of the
Defendant if an Injunction is Granted and to the Legitimate Interests
of the Plaintiff if an Injunction is Denied.

We weigh this factor for neither Plaintiffs nor Defendants. There is no doubt that
Defendants will be harmed by this injunction and that their position in the swimwear industry
may not be as strong. However, it must be noted that a Defendant cannot have a “legitimate
interest” in the use of a mark that infringes on another’'s mark. Thus, while Victoria’'s Secret
certainly has a legitimate interest in extending the same technology that led to the success of
THE MIRACLE BRA lingerie into swimweatr, it does not have a legitimate interest in extending
this technology in a way that infringes upon A & H's MIRACLESUIT mark. Furthermore,

Victoria’s Secret’s use of the infringing THE MIRACLE BRA mark has helped them attain the

position as “the leading mail-order retailer of swimwear,” and we have no doubt that this lofty
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status will enable Victoria's Secret to alleviate some of the harm associated with no longer being
able to use THE MIRACLE BRA mark in connection with the sale of swimvfear.

In addition, the harm to Victoria’s Secret must be balanced against the harmto A & H
caused by the likelihood of reverse confusion. Without this injunction, A & H will likely lose
control of its corporate identity and reputation, suffer harm or devaluation of its goodwill, and
lose its ability to expand into new markets. That this Court has no means to assign a numerical
value to this harm does not make it any less serious and any harm caused to Victoria’'s Secret
must be balanced against the harmto A & H.

In summation, we weigh this factor in favor of neither Plaintiffs nor Defendants, because
(1) Victoria’s Secret’s legitimate interests can only include the use of THE MIRACLE BRA
technology in swimwear and not the infringing THE MIRACLE BRA mark; (2) Victoria’'s Secret
will suffer some harm in its legitimate use of THE MIRACLE BRA technology in swimwear; (3)
Victoria’s Secret can leverage its leading position in the mail-order swimwear industry, attained
in part through the use of an infringing mark, to help alleviate some of the harm brought about by
this injunction; and (4) A & H will suffer harm to its reputation, goodwill, control of its identity,
and ability to move into new markets if a full injunction is denied.

5. The Interests of Third Persons and of the Public

We similarly weigh this factor in favor of neither Plaintiffs nor Defendants.

Undoubtedly, with the issuance of a full injunction, some of the buying public will be deprived

of the benefit of identifying THE MIRACLE BRA'’s popular cleavage-enhancing features

8 We also find that the full injunction will have no impact whatsoever on Victoria
Secret’s use of THE MIRACLE BRA mark in connection with its sale of lingerie.
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contained in Victoria's Secret’s swimwear. However, we do not think the absence of THE
MIRACLE BRA mark will prevent Victoria’s Secret from using a popular and successful feature
on its swimwear, and we are confident that Victoria’s Secret can use their significant market
strength to convey to consumers that this feature is present. Furthermore, any harm to the public
resulting from a full injunction must be balanced against the harm to the public resulting from a
denial of the injunction. A & H’s MIRACLESUIT line contains a popular material, designed to
make the wearer look slimmer. The likelihood of reverse confusion resulting from a denial of
this injunction would likely cause consumers to associate the MIRACLESUIT line with

Victoria’s Secret and thus be deprived of the knowledge that it contains the patented,
slenderizing fabric. Accordingly, we find that the harm to third parties and to the public balances
out whether a full injunction is granted or denied.

6. Any Reasonable Delay by The Plaintiff in Bringing Suit or Otherwise
Asserting its Rights

While we weigh this factor in favor of Plaintiffs because they promptly and properly
asserted all of their rights, we do not think that it weighs strongly in favor of granting or not
granting a full injunction.

7. Any Related Misconduct on the Part of the Plaintiff

At the time A & H commenced this action, A & H identified its product as
MIRACLESUIT by SWIM SHAPER, but after filing the complaint began to identify it simply as
MIRACLESUIT. In light of A & H’s concern over the confusion between its product and
Victoria’s Secret’s products, the abandonment of its clarifying housemark seems questionable at

best. However, while we weigh this factor in favor of Defendants and against granting a full
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injunction, we can think of no doctrine which requires the senior holder of a mark to help prevent
confusion with a junior user. Also, neither party has offered any evidence on why A & H
abandoned the use of the housemark. Accordingly, we give this factor only slight weight in favor
of Defendants.
8. Conclusion

Based upon the weighing of the Restatement factors, principles of equity, and the overall
record in this case, we find that a full injunction prohibiting Victoria’s Secret from any use of
MIRACLESUIT, THE MIRACLE BRA, or the term “miracle” in any form in connection with
swimwear is the only fair and just result. Victoria’s Secret can continue to market this type of
swimwear but will have to refer to it in other terms. Accordingly, the disclaimer need not be
used. As already noted, our conclusion has no effect upon the marketing of lingerie. While our
evaluation of the factors was sometimes close and sometimes a factor cut in favor of neither side,
our overall determination that a full injunction was the most fair and equitable result would not
have changed had factors gone the other way.
V. Conclusion

For the foregoing reasons, no award of monetary relief is appropriate in this case.
However, the record in the case requires us, under principles of equity, to grant a full injunction
prohibiting Victoria’'s Secret from the use of MIRACLESUIT, THE MIRACLEBRA, or any
other form of the term “miracle” in connection with swimwear.

An appropriate order follows.
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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

A & H SPORTSWEAR INC. and
MAINSTREAM SWIMSUITS, INC., :
Plaintiffs : Civil Action No. 94-cv-7408

V.

VICTORIA'S SECRET STORES, INC. and
VICTORIA'S SECRET CATALOGUE, INC.,
Defendants

ORDER

AND NOW, this 9th day of January, 2002, it is heredbRDERED andDECREED,
consistent with the foregoing Decision, as follows:

Q) Defendants Victoria’'s Secret Stores, Inc. and Victoria’s Secret Catalogue, Inc. are
herebyPERMANENTLY ENJOINED from using the mark “THE MIRACLE
BRA”, “MIRACLESUIT,” and any other use of the term “miracle” in any form in
connection with swimwear sold by them including the promotion, advertising,
sale, and identification of swimwear in stores, on television, radio, internet,
catalogue, trade publication or any other medium;

(2) Defendants shall have ninety (90) days from the effective date of this order to
fully implement this change;

3) The Court will enforce this order with its contempt power;
4) Requests for money damages and all other relief by the parti€3EMeED ; and

(5) This case iCLOSED. However, the Court will retain jurisdiction for
enforcement purposes.

BY THE COURT:

Franklin S. Van Antwerpen, U.S.D.J.



IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

A & H SPORTSWEAR INC. and
MAINSTREAM SWIMSUITS, INC., :
Plaintiffs : Civil Action No. 94-cv-7408

V.

VICTORIA'S SECRET STORES, INC. and
VICTORIA'S SECRET CATALOGUE, INC.,
Defendants

ORDER
AND NOW, this 9th day of January, 2002, consistent with our Order of January 9, 2002,
it is hereby ORDERED thatUDGMENT IS ENTERED in favor of Plaintiffs A & H

Sportswear, Inc. and Mainstream Swimsuits, Inc. and against Defendants Victoria’'s Secret
Stores, Inc. and Victoria’s Secret Catalogue, Inc.

BY THE COURT

Franklin S. Van Antwerpen, U.S.D.J.



